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OATH OR AFFIRMATION

[, Jesus Heiras , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Monex Securities, Inc.

, &s

20 07

of December 31 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:
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Notary Public g DEBRA M, SCH

APS
. . ' A *‘ Notary Public, State of Texas
This report ** contains (check all applicable boxes): A My Commiasion Expires

(a) Facing Page. ~ 18, 201

(b) Statement of Financial Condition,

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors” Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

{i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

KL (n) A reportdescribingany material inadequacies found to exist or found to have existed since the date of the previous audit.

O O EENREONSSEX

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e)(3)}.
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Certified Public
Accotrtiails &
Consultants

INDEPENDENT AUDITORS' REPORT

January 23, 2008

Board of Directors
MONEX SECURITIES, INC.

We have audited the accompanying statement of financial condition of MONEX
SECURITIES, INC. as of December 31, 2007, and the related statement of income and
retained eamnings, and cash flows for the year then ended that you are filing pursuant to
rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are
the responsibility of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes consideration of internal control over financiat
reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company's internal control over financial reporting. Accordingly, we express no
such opinion. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of MONEX SECURITIES, INC. at December 31, 2007, and
the results of its operations and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America. ‘

EEPrPE, rPC

Easley, Endres, Parkhili & Brackendorff, P.C. Certified Public Accomntanis & Consullants
1333 West Loop South. Sulte 1400 | Houston, TX 77027 | Phone: 713.622.0016 | Fax: 713.622,5527 | www.eepb.coin
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MONEX SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2007

ASSETS
CURRENT ASSETS
Marketable securities $ 2434518
Receivable from clearing broker/dealer 453,027
Commissions receivable 246,212
Deposits held by clearing brokers, restricted 100,000
Deposit 5,089
TOTAL CURRENT ASSETS 3,238,846
Property and equipment, net 34,269
TOTAL ASSETS $_ 3273115
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Commissions payable $ 233,961
Accounts payable and accrued liabilities 83,391
Service fee payable to shareholder 44,278
Accrued income taxes 97,590
TOTAL CURRENT LIABILITIES 459,220
Deferred income tax liability 10,460
STOCKHOLDERS' EQUITY
Common stock, 1,000 shares authorized, issued, outstanding,
$0.1 par value 10
Additional paid-in capital 1,086,215
Retained earnings 1,717,210
TOTAL STOCKHOLDERS' EQUITY 2,803,435
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 3,273,115

The accompanying notes are an integral
part of these financial statements.
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MONEX SECURITIES, INC.

STATEMENT OF INCOME AND RETAINED EARNINGS
FOR THE YEAR ENDED DECEMBER 31, 2007

REVENUES
Commission income $ 6,400,929
Other income 83,344
TOTAL REVENUES 6,484,273
EXPENSES
Employee compensation and benefits 2,563,441
Clearing, execution and commission fees 134,542
Service fees paid to shareholder 688,710
Rent and equipment 51,940
Communications 65,921
Regulatory fees 38,211
Professional fees 195,471
Other expenses 172,195
TOTAL EXPENSES _ 3,911,432
INCOME FROM OPERATIONS 2,572,841
PROVISION FOR INCOME TAXES (855,631)
NET INCOME 1,717,210

RETAINED EARNINGS, BEGINNING OF THE YEAR -

RETAINED EARNINGS, END OF THE YEAR $ 1,717,210

The accompanying notes are an integral
part of these financial statements.
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MONEX SECURITIES, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income $ 1717210
Adjustments to net income, for noncash transactions
Unrealized gain on marketable securities (17,595)
Depreciation 11,794
Realized gain on marketable securities (13,825)
Net increase or decrease in assets and liabilities
Receivable from clearing broker/dealer 493,621
Commissions receivable {162,089)
Prepald expenses 7.365
Accounts payable and accrued expenses 44,999
Commissions payable 111,851
Services fee payable to shareholder (13,812}
Deferred income taxes 10,460
Accrued [ncome taxes (98,058)
NET CASH PROVIDED BY
OPERATING ACTIVITIES 2,091,921
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of marketable securities {19,884,851)
Proceeds from sale of marketable securities 17,605,957
Purchase of property and equipment (18,408)

NET CASH USED IN
INVESTING ACTIMITIES {2,297,312)

NET DECREASE IN CASH AND

CASH EQUIVALENTS (205,391)
CASH AND CASH EQUIVALENTS, beginning of year 205,391
CASH AND CASH EQUIVALENTS, end of year $ -0-

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Income taxes $ 943,228

The accompanying notes are an integral
part of these financial statements.
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MONEX SECURITIES, INC.

SUPPLEMENTAL SCHEDULE |

COMPUTATION OF NET L UNDER R 15C3-1 OF THE
CURITIES AND EXCHANGE C ISSION

DECEMBER 31, 2007

Net capital:
Total stockholder's equity 2,803,435
Reductions and charges:
Nonallowable assets:
Commissions receivable 246,212
Property and equipment, net 34,269
Deposit 5,089
Tota! nonallowable assets and charges, net 285,570
Net capital before haircuts on security positions 2,517,865
Haircuts on security positions 3,691
Net capita! $ 2514174
Aggregate indebtedness
Accounts payable and accrued expenses 83,391
Commissions payable 233,861
Service fee payable to shareholder 44,278
Accrued income taxes payable 87,590
Total aggregate indebtedness $ 459,220

Computation of basic net capital requirement
Minimum net capital requirement (greater of 6 2/3% of

aggregate indebledness or $250,000) $ 250,000
Excass net capital $ 2264174
Ratio of aggregate indebtedness fo net capital 18101

s ENT PURSUANT TO PARAG d)(4) OF RULE 17a-5

There is no difference between this computation of net capital pursuant to Rule 15c3-1 and the
comresponding computation prepared by Monex Securlties, Inc. and included in the Company's
vnaudited Part fl A Focus report filing as of December 31, 2007,

ST ENT OF OMITTED SUPPLEMENTAL DATA

The Cemputation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3 and the
Information Relating to Possession or Control Requirements Under Rule 15¢3-3 have been
omitted bascause Monex Securities, Inc. is exempt from the requirements of Rule 15¢3-3 under
condition (k){2)(if). The conditions of the exemption were being complied with as of December
31, 2007 and no facts came to our attention to indicate that the exemption had not been
complied with during the fiscal year ended December 31, 2007,



MONEX SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2007

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

MoNex SECURITIES, INC. (Company), a Delaware corporation, is a wholly-owned
subsidiary of Monex Casa de Balsa, S.A. de C.V. (Parent), a Mexican corporation
and registered Mexican broker. The Company is registered as a broker/dealer with
the Securities and Exchange Commission (SEC) and is a member of the Financial
Industry Regulatory Authority (FINRA). The Company's management and
administrative operations are located in Texas and related sales activities are
conducted primarily in Mexico. The Company's customers are primarily individuals
and institutions located throughout Mexico.

Basis of Accounti

The Company operates under the provisions of Paragraph (k}(2)(ii) of Rule 15¢3-3 of
the SEC and, accordingly, is exempt from the remaining provisions of that Rule.
Essentially, the requirements of Paragraph (k)(2)(ii) provide that the Company clear
all transactions on behalf of customers on a fully disclosed basis with a clearing
broker/dealer, and promptly transmit all customer funds and securities to the clearing
broker/dealer. The clearing broker/dealer carries all of the accounts of the customers
and maintains and preserves all related books and records as are customarily kept
by a clearing broker/dealer.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of the assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ
from those estimates.




MONEX SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Foreign Currency Transactions

As an agent, in the normal course of business, the Company enters into securities
transactions which are denominated in foreign currencies, primarily the Mexican
peso. Realized and unrealized foreign currency gains and losses on such
transactions are recorded in income in the period they are incurred. There were no
net realized and unrealized foreign currency losses recorded in 2007. For the
purposes of reporting cash flows, the Company has determined that the effect of
exchange rate changes on foreign currency transactions is immaterial.

Cash Equivalents

Money market funds and highly fiquid investments, generally government obligations
and commercial paper, with an original maturity of three months or less that are not
held for sale in the ordinary course of business, if any, are reflected as cash
equivalents in the accompanying statement of financial condition and for purposes of
the statement of cash flows.

Marketable Securities

. Marketable securities held for trading purposes are recorded at fair value. The

increase or decrease in fair value is credited or charged to operations. Realized and
unrealized gains on marketable securities are reflected in the accompanying
statement of income in commission income.

Property and Equipment

Property and equipment are carried at cost less accumulated depreciation.
Depreciation is provided for using the straight-line method over the estimated useful
lives of five to seven years. Maintenance and repairs are charged to operations as
incurred.

Security Transactions

Securities transactions and related income and expense are recorded on the trade
date. Realized gains and losses from sales of securities are computed using the
first-in, first-out method.



MONEX SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
income Taxes
The Company files its income tax return on a separate company basis.

The Company records its federal and state tax liabilities in accordance with Financial
Accounting Board Statement No. 109, “"Accounting for Income Taxes®. The
Company uses the liability method of accounting for income taxes that requires the
recognition of deferred tax assets and liabilities for the expected future tax
consequences of events that have been recognized in the Company's financial
statements. in estimating future tax consequences, all expected future events are
considered other than enactment of changes in the tax law or rates. The Company
provides a valuation allowance, if necessary, to reduce deferred tax assets to
amounts that are not likely to be realized.

The Company's deferred tax liability represents the tax effects of taxable temporary
differences in book and tax reporting. The taxable temporary differences consist of
depreciation methods and lives.

Fair Value of Financial Instruments

Management has determined that the fair value of the Company's financial
instruments is equivalent to the carmying amount of such financial instruments as
presented or disclosed in the financial statements.

Risks and Uncertainties

Securities owned and securities sold, not yet purchased are recorded at fair value
and have exposure to market risk, including the volatility of securities markets.
Significant changes in the prices of these securities could have a significant impact
on the Company's results of operations for any particular year.

NOTE2: TRANSACTIONS WITH CLEARING BROKER/DEALER

The Company's clearing broker/dealer is a national United States clearing
broker/dealer. The agreement with the clearing broker/dealer provides for clearing
charges at a fixed rate multiplied by the number of tickets traded by the Company.
The agreement also requires the Company to maintain a minimum of $100,000 as a
deposit in an account with the clearing broker/dealer.

9-



MONEX SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 3: NET CAPITAL REQUIREMENTS

The Company is subject to the SEC uniform net capital rule (Rule 15¢3-1), which
requires the maintenance of a minimum amount of net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15
to 1. Rule 15¢3-1 also provides that equity capital may not be withdrawn or cash
dividends paid if the resulting net capital ratio would exceed 10 to 1. At December
31, 2007, the Company had net capital and net capital requirements of $2,514,174
and $250,000 respectively. The Company’s net capital ratio was .18 to 1.

NOTE 4: SECURITIES

Marketable securities consist of commercial paper, U.S. Treasury Notes, U.S.
corporate bonds and foreign corporate bonds with a fair value of $2,434,461, cost of
2,416,866, accumulated unrealized gains of $17,595 and realized gains of $13,825,
which is reflected in the accompanying statement of income in securities
commissions.

NOTES5:  PROPERTY AND EQUIPMENT, NET

Property and equipment, net consisted of the following at December 31, 2007:

Equipment $ 505639
Furniture and fixtures 7,996
58,5635
Accumulated depreciation {24,266)
$ 34,269

Depreciation expense for the year was $11,794.

NOTE6:  RELATED PARTY TRANSACTIONS

The Company entered into a services agreement (Agreement) with its Shareholder
in January 2003. The Agreement. requires the Shareholder to provide administrative
services to the Company. The Company is required to repay the costs incurred by
the Sharehoider under the agreement, pius a 16% markup. The term of the
agreement is indefinite and may be terminated by either party with 90 days written
notice. The total amount incurred under this Agreement for the year ended
December 31, 2007 was $688,710, of which $44,277 is payable at December 31,
2007.

-10-



MONEX SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 7: INCOME TAXES

The provision for income taxes is as follows:

Federal
Current tax expense $ 805,171
Deferred tax expense 10,460
' 815,631
State
Current tax expense 40,000
Tax benefit $ 855631

In July 2008, the Financial Accounting Standards Board (“FASB") issued FASB
Interpretation No. 48, Accounting for Uncertainty in Income Taxes — an interpretation
of SFAS No. 109, ("FIN 48}, which clarifies the accounting for uncertainty in income -
taxes recognized in a company’s financial statements in accordance with SFAS No.
109, Accountling for income Taxes. FIN 48 prescribes a recognition threshold and
measurement of a tax position taken or expected to be taken in a tax return. [t also
provides guidance on derecognition, classification, interest and penalties, accounting
in interim periods, disclosure and transition. FIN 48 is effective for fiscal years
beginning after December 15, 2007. Adoption of FIN 48 is not expected to have a
material effect on these consolidated financial statements.

NOTES8: COMMITMENTS AND CONTINGENCIES

Operating L eases

The Company leases office space under a non-cancelable operating lease expiring
in August 2009. Office rent expense for the year was $35,398. Future minimum
lease payments due for each of the years ending December 31, are as foliows:

2008 $ 30533
2008 — 22,900

Total $ 53433

-11-



MONEX SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE8: COMMITMENTS AND CONTINGENCIES (Continued)

Security transactions

The Company executes securities transactions on behalf of its customers. If either
the customer or the counterparty fails to perform, the Company may be required to
discharge the obligation of the nonperforming party. In such circumstances, the
Company may sustain a loss if the market value of the security contract is different
from the contract value of the transaction. The Company does not expect
nonperformance by customers or counterparties.

The Company clears all of its securities transactions through clearing brokers on a
fully disclosed basis. Pursuant to the terms of the agreements between the
Company and the clearing brokers, the clearing brokers have the right to charge the
Company for losses that result from a counterparty’s failure to fulfill its contractual
obligations. As the right to charge the Company has no maximum amount and
applies to all trades executed through the clearing broker, the Company believes
there is no maximum amount assignable to this right. At December 31, 2007, the
Company has recorded liabilities with regard to the right. During 2007, the Company
did not pay the clearing brokers any amounts related to these guarantees.

The Company's policy is to monitor its market exposure, customer risk, and
counterparty risk through the use of a variety of credit exposure reporting and control
procedures, including marking-to-market securities and any refated collateral as well
as requiring adjustments of collateral levels as necessary. In addition, the Company
has a policy of reviewing, as considered necessary, the credit standing of each
counterparty and customer with which it conducts business.

Other

During the normal course of business, the Company enters into contracts that
contain a variety of representation and warranties and which provide general
indemnifications. The Company's maximum exposure under these arrangements is
unknown as this would involve future claims that may be made against the Company
that have not yet occurred. However, based on experience, the Company expects
the risk of loss to be remote.

-12-



MONEX SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 9 SUBORDINATED LIABILITIES

The Company had no subordinated liabilities at any time during the year ended
December 31, 2007. Therefore, the statement of changes in liabilities subordinated
to claims of general creditors has not been presented for the year ended December
31, 2007.

-13-



SUPPLEMENTAL

INFORMATION




Cenrtifted Public
Acconntents &
Consultants

INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTAL INFORMATION REQUIRED
By RULE 17A-5 OF THE SECURITIES AND EXCHANGE COMMISSION

January 23, 2008

Board of Directors

MONEX SECURITIES, INC.
Houston, Texas

We have audited the accompanying financial statements of MONEX SECURITIES, INC. as .
of and for the year ended December 31, 2007, and have issued our report thereon
dated January 23, 2008. Our audit was conducted for the purpose of forming an
opinion on the basic financial statements taken as a whole. The information contained
in page 15 is presented for purposes of additional analysis and is not a required part of
the basic financial statements, but is supplementary information required by rule 17a-5
under the Securities Exchange Act of 1934. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is faily stated in all material respects in relation to the basic financial
statements taken as a whole.

& EPE, PC

Easley, Endres, Parkhill & Brackendorff, P.C. Ceniified Public Accountanis & Comaliaants
1333 West Loop South. Sulte 1400 | Houston, TX 77027 | Phene: 713.622.0016 | Fax: 713.622.5527 | wanw.eepb.com
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MONEX SECURITIES, INC.
S LEMENTAL ULE |

COMPUTATION OF NET CAPI UND ULE 15C3-1 OF
SECURITIES AND EXCHANGE COMMISSION

ECEMBER 31, 200

Net capital:
Total stockholder's equity 2,803,435
Reductions and charges:

Nonallowable assets:

Commissions receivable 246,212
Property and equipment, net 34,269
Daposit 5,089
Totai nonallowable assels and charges, net 285,570
Net capital before haircuts on security positions 2,517,865
Haircuts on security positions 3,691
Net capital $ 2514174
Aggregate indebledness
Accounts payable and accrued expenses 83,301
Commissions payuble 233,961
Service fee payable to shareholder 44,278
Accrued Income taxes payable 87,580
Total aggregate indebledness $ 459,220

Computation of basic nel capital requirement
Minimum net capltal requirement {greater of 8 2/3% of

aggregate indebtedness or $250,000) $ 250,000
Excess net caplial $__2264,174
Ratio of aggregate indebtadness to net capital 18101

STATEMENT PURSUANT TO PARAGRAPH {d}(4) OF RULE 17a-5

There Is no difference batween this computation of net capital pursuant to Rule 15¢3-1 and the
comresponding computation prepared by Monex Securities, Inc. and included in the Company's
unaudited Part Il A Focus report filing as of December 31, 2007.

STATEMENT OF OMITTED SUPPLEMENTAL DATA

The Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3 and the
Information Relating to Possession or Controf Requirements Under Rule 15¢3-3 have been
omitted because Monex Securities, Inc. is exempt from the requirements of Rule 15c¢3-3 under
condition (k)(2)(il). The conditions of the exempfion were being complied with as of December
31, 2007 and no facts came to our attention to indicate that the exemption had nol been
complied with during the fiscal year ended December 31, 2007.
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INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL STRUCTURE

January 23, 2008

Board of Directors
MONEX SECURITIES, INC.
Houston, Texas

In planning and performing our audit of the financial statements and supplemental
schedules of MONEX SECURITIES, INC. ("Monex") as of and for the year ended December
31, 2007, in accordance with auditing standards generally accepted in the United States
of America, we considered its internal control over financial reporting (internal controf)
as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of International’s internal control. Accordingly, we do not express an
opinion on the effectiveness of Monex's internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission
(SEC), we have made a study of the practices and procedures followed by Monex
inciuding consideration of control activities for safeguarding securities. This study
included tests of such practices and procedures that we considered relevant to the
objectives stated in rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of ruls 15¢3-3. Because Monex
does not carry securities accounts for customers or perform custodial functions relating
to customer securities, we did not review the practices and procedures followed by
Monex in any of the following:

1. Making the quarterly securities examinations, accounts, verifications, and
comparisons and the recordation of differences required by Rule 17a-13;

2. Complying with the requirements of prompt payment for securities under
Section 8 of Federal Reserve Regulation T of the Board of Governors of the
Federal Reserve System;

The management of Monex is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC's above-mentioned
objectives. Two of the objectives of internal control and the practices and procedures
are to provide management with reasonable but not absolute assurance that assets for
which Monex has responsibility are safeguarded against ioss from unauthorized use or

Easley, Endres, Parkhill & Brackendorff, PL. Certified Public Accotntanis ¢ Consulianis
1333 West Loop South. Sulte 1400 | Houstan. TX 77027 | Phone: 713.622.0016 | Fax: 713.622.5527 | www.eepb.com
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MONEX SECURITIES, INC. January 23, 2008

disposition and that transactions are executed in accordance with management's
authorization and recorded properly to permit the preparation of financial statements in
accordance with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in intemal control or the practices and procedures
referred to above, error or fraud may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become
inadequate because of changes in conditions or that the effectiveness of their design
and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned
functions, to prevent or detect misstatements on a timely basis. A significant deficiency
is a control deficiency, or combination of control deficiencies, that adversely affects the
entity's abllity to initiate, autharize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than
a remote likelihood that a misstatement of the entity's financial statements that is more
than inconsequentia! will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant
deficiencies, that resuilts in more than a remote likelihood that a material misstatement
of the financial statements will not be prevented or detected by the entity's internal -
control.

Our consideration of internal control was for the limited purpose described in the first
and second paragraphs and would not necessarily identify all deficiencies in intemal
control that might be material weaknesses. We did not identify any deficiencies in
internal control and controt activities for safeguarding securities that we consider to be
material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to
in the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish such objectives
in all material respects indicate a material inadequacy for such purposes. Based on this
understanding and on our study, we believe that Monex's practices and procedures
were adequate at December 31, 2007, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, and other regulatory agencies that rely on rule 17a-5(g) under
the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than these
specified parties.
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